In this paper, a comparison is made of the level of economic development between South Asia and East Asia, and the East Asian Development Model (EADM) is analysed as well as empirically examined. Several development indicators reveal that South Asia in general is far behind East Asian countries where some distinctive features of the development process followed in the past were the developmental role of the state, high investment, emphasis on the manufacturing sector, export-led growth and a focus on infrastructure and human capital. Based on an empirical examination, which supports these facts, policymakers in South Asia should take heed of some of these features despite changing circumstances.
I. INTRODUCTION
Some East Asian countries witnessed a great economic transformation in the second half of the twentieth century characterized by an increase in per capita income (Maddison, 2000) . These countries followed Japan, the first non-western economy to reach the status of an industrialized country, with many of them obtaining similar economic success (Stark, 2010; Chang, 2007) . Their success has attracted the attention of many policymakers and academicians, resulting in a vast number of scientific publications and formal discussions.
Although some economies in South Asia have advanced marginally, such as Maldives and Sri Lanka, some of the major ones remain far behind the emerging East Asian economies. Most development indicators point out that South Asia is far below East Asia in the ladder of economic development. In addition, an assessment and empirical examination of data show that some distinctive features of EADM could be adopted in South Asia.
The paper is structured as follows. In section II, a comparison of the level of economic development in the two different subregions of Asia is provided. Section III contains outlines of some of the features of EADM, while section IV presents an empirical model. An empirical analysis is carried out in section V and in section VI, the reality and changing scenario in South Asia is discussed before conclusions are drawn out in section VII.
II. COMPARATIVE LEVEL OF ECONOMIC DEVELOPMENT
Economic development has multidimensional aspects. There are several developmental indicators to gauge the level of economic development. For this section, a few important indicators, such as per capita income and the Human Development Index (HDI), have been selected as a basis for comparing the level of economic development between East Asia and South Asia.
Per capita income
To begin with, table 1 presents the GDP per capita at constant 2000 United States dollars (US$) in South Asian and East Asian countries for the selected years spanning between 1960 and 2010, and table 2 shows an average growth in per capita income in different decades. In 1960, GDP per capita in South Asian countries was higher than in some East Asian countries, such as China and Indonesia. However, during the 1960s and 1970s, GDP per capita in South Asian countries remained almost stagnant; it declined in some countries, such as in Bangladesh and Nepal, and increased in increments in India, Pakistan and Sri Lanka. Meanwhile, in the countries of East Asia, during those two decades, GDP per capita increased substantially, except in China. Notably, GDP per capita more than doubled in Malaysia and Thailand, and more than tripled in Japan, the Republic of Korea and Singapore. In Indonesia and the Philippines, GDP per capita income also increased but to a lesser degree than in the other countries in the subregion. In the 1980s the East Asian countries, except for the Philippines, experienced higher per capital GDP growth when compared to South Asian countries.
Due to the adverse impact of the 1997 financial crisis, growth of per capita GDP in several East Asian countries slowed in the 1990s. Since the beginning of the decade, the Japanese economy has been wrestling with a recession, triggered by the bursting of the real estate bubble. On the other hand, the tables turned with regard to China, which became one of the fastest growing economies in the world in the 1990s and 2000s, with an average per capita GDP growth of 9.3 per cent per year. Similarly, by avoiding the contagion effects of the Asian financial crisis, many South Asian countries, particularly small countries, such as Bhutan, Maldives and Sri Lanka, performed relatively well in the 1990s, while other countries in the subregion, such as Bangladesh, India, and Nepal witnessed marginal growth in their per capita GDP during that period. In the 2000s, India, the largest South Asian economy, expanded at an almost double-digit rate, nearly on par with the economic growth of China. Hence, per capita GDP increased by 5.9 per cent in India, which was higher than the growth observed in many East Asian economies during that time. Excluding Nepal and Pakistan, which were marred by internal conflicts and political instability, other South Asian countries also performed reasonably well in the 2000s. Growth of per capita GDP in those countries was equal to or greater than that of many East Asian countries during that time. Maintaining this momentum of growth in the coming years remains a challenging task for South Asian economies. Despite better performances in the 2000s, per capita GDP of South Asian countries in 2010 remained stagnant on the lower rungs of the income ladder comparatively (figure 1). Only three countries, namely Bhutan, Maldives and Sri Lanka, recorded a per capita GDP that exceeded US$1,000. Thus, economic policymakers in South Asia should take heed of the results achieved in East Asia to maintain higher growth for a long period of time. N e p a l B a n g l a d e s h P a k i s t a n I n d i a I n d o n e s i a S r i L a n k a P h i l i p p i n e s C h i n a T h a i l a n d M a l a y s i a R e p u b l i c o f K o r e a S i n g a p o r e J a p a n 1960 2010 Table 4 presents the Human Development Index (HDI) in 2011, computed and published by UNDP as an indicator of development. The Human Development Index of South Asian countries was below 0.6, except for Maldives and Sri Lanka, which in both countries was slightly above 0.6. However, in all of the East Asian countries selected for the study, HDI exceeded 0.6. Notably in Malaysia, it was 0.761 while in the Republic of Korea, it was 0.897. Inequality adjusted human development indices in East Asian countries also have been relatively higher than in the majority of the South Asian countries (table 4). As HDI incorporates literacy and life expectancy in addition to per capita income, the low HDI in major South Asian countries is an indication that the subregion, in general, is still lagging in the important dimensions of human development. 
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III. REVISITING EAST ASIAN DEVELOPMENT MODEL
South Asia has remained far behind East Asia in almost all development indicators as explained in the above discussion. The subregion as a whole is home to the largest concentration of poor people globally, suffers from wide gender disparities and rates low in human development indices (Ghani, 2011) . Among East Asian countries, economic development has not been evenly distributed, many of the selected countries for the study have achieved notable success, while others, such as Indonesia and the Philippines have been laggards. Even though East Asia and South Asia are in the same region, began the second half of the twentieth century in a similar economic situation and are well connected with each other, why has there been such a wide discrepancy in the economic development between the two subregions. In other words, why did the East Asian economies of Japan, the Republic of Korea, Singapore and Taiwan Province of China, 5 perform well in the first phase of development following the Second World War (from the 1950s to the 1970s) and the economies of Indonesia, Malaysia and Thailand take off and become large enough to reach the respective status of high income and middle income countries in the second phase (the 1970s to the 2000s), while the economic performances of the countries in South Asia remained sluggish? This is a challenging question that needs to be analysed. The development performance of many East Asian countries has showed that economic development is possible even without utilizing the colonization process, which helped propel the economic progress of many European countries until the twentieth century (Reinert, 2007) . Many European countries colonized different parts of Asia, Africa and Latin America in the past during the time of their economic development. They heavily exploited the natural and human resources available in their colonies. In this context, one can ask whether the East Asian Development Model (EADM) serves as an alternative to the Anglo-Saxon development model. Boltho and Weber (2009) argued that there is no well-defined EADM. The performance of East Asian countries has differed among one another and there is no unique way for achieving economic progress (Park, 2002) . Multiple factors and approaches can be attributed to the economic development. For example, the Republic of Korea industrialized through large business groups or conglomerates, while Taiwan Province of China developed smaller firms (Grabowski, 2000) . However, many scholars, such as Comeau (2003), Chang (2007) and Park (2002) , attempted to draw some common elements which drove the growth momentum in several East Asian countries.
During the initial stage of economic development, some East Asian economies, such as Japan, the Republic of Korea, Singapore and Taiwan Province of China had a number of common policy approaches, including, among them, protection of domestic firms from foreign competition through import substitution, the provision of direct and indirect subsidies and the use of preferential foreign exchange facilities and undervalued exchange rates, as well as large-scale fixed investment supported by ample domestic savings (Boltho and Weber, 2009; Comeau, 2003; Chang, 2007) . Those economies had strict capital control regimes until recently (Chang, 2007) . In addition, they pursued active industrial policies (Park, 2002; Chang, 2007) . The second-tier of newly industrialized countries (NIC), such as Indonesia, Malaysia and Thailand, also followed similar approaches to propel their economies. An important impetus in kick starting the development process in those countries was the crucial role of the government as a developmental state (Wade, 1990; Dietz, 1992; Suzuki, 2007; Stark, 2010; Park, 2002) . Dietz (1992) argued that there was a "nationalist" State with a developmental vision that had the capacity to identify "strategy switching points" once diminishing returns set it. Grabowski (2000) similarly argued that the transformation of the East Asian subregion could not be attributed to the results of free trade and unregulated markets. According to Chang (2007, p. 3), EADM basically includes (a) a pro-investment macroeconomic policy, (b) control on luxury consumption, 6 (c) strict controls on foreign direct investment, (d) infant industry protection with export promotion, and (e) a productivity-oriented instead of an allocation oriented view of competition.
Political stability and credibility are also important for economic development since unstable politics generates greater uncertainty, which, in turn, makes economic activities subject to constant revisions (Comeau, 2003) . The Keynesian notion of "animal spirits" and "investor confidence" can only emerge in stable political environment. During the rapid growth phase, authoritarian or at least semi-authoritarian regimes had ruled these countries (Thompson, 1996, p. 637) . Governments in the East Asian countries have, in fact, remained strong enough to exercise widespread control and to even take potentially unpopular decisions if they were considered to promote economic development (Stark, 2010, p. 203) . The governments of those countries have been effective due to strong bureaucracies, which are organized under a strict meritocracy and have attracted highly capable graduates from top universities by offering competitive pay (Akyuz, Chang and Kozul-Wright, 1998, p. 28) . Many South Asian countries, on the other hand, have been constantly marred by political instability and internal conflict, resulting in a weak government and bureaucracy.
Regarding the success of East Asian countries, instead of giving credit to the role of the government, some studies have pointed to human capital and egalitarian income distribution (Boltho and Weber, 2009 ) and competent bureaucracy, homogenous population and conservative macroeconomic policies (World Bank, 1993) . Furthermore, Stark (2010, p. 197) even opined that cultural rules that shaped the decisions of public officials should also be taken into account.
Despite the different views, there are some common features. Under the guiding role of the State, East Asian countries encouraged high investment, export-led growth and a focus on the manufacturing sector to absorb excess labour from rural and traditional sectors as a way to boost labour productivity (Ghani, 2011) . EADM is in fact a state-guided development model which does not let the market identify the areas of comparative advantage. Instead, government plays an active role through industrial policy, development planning, technology transfer and selective incentives (Chang, 2007; Stark, 2010) . Rodrik (1995) argued that state coordination led to an investment boom -utilizing credit policies, subsidies and tax policies. Both the Republic of Korean and Taiwan Province of China provided these incentives for selective increases in investment spending.
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Japan and the Republic of Korea have recorded the two lowest numbers of passenger cars per capita among advanced and developing countries with comparable level of development (Chang, 2007, p. 25) . The Republic of Korea had a restriction on foreign tourism until early the 1980s. Foreign tourism was heavily controlled until 1988 when the government liberalized it (Chang, 2007, p.9) . Vol. 20, No. 2, December 2013
Although many salient features of the East Asian development experience are difficult to quantify, such as the development role of the government and industrial policies, the following sections present some empirical facts which show some distinctive features of East Asian countries as compared to South Asian countries.
Higher savings and investment
Annex I presents average savings and investment scenarios in South and East Asian countries starting from the 1960s. Savings and investments remained impressive in East Asia. During the high growth phase , the saving and investment in East Asian countries exceeded 20 per cent of GDP -in some economies it had even exceeded 30 per cent. During the 1970s, the gross investment ratio of Singapore and Japan was higher than 30 per cent. Similarly, in the 1980s, the investment spending in China and in the Republic of Korea was greater than 30 per cent of GDP, and in Singapore, it was above 40 per cent of GDP. Although investment in Japan decelerated after 1990, due to the maturation of the economy and the start of a protracted period of economic stagnation after the outburst of the real estate bubble, in other major East Asian economies the investment-GDP ratio continued to rise. For example, it increased from 27.8 per cent on average in the 1980s to 36.3 per cent in the 1990s in Malaysia, and from 29.4 per cent to 36.3 per cent in Thailand. In China, Singapore, and the Republic of Korea, the ratio stayed above 30 per cent in the 1990s. In the aftermath of the Asian financial crisis, investment in East Asian countries decelerated, except in China in which investment was 41.3 per cent of GDP in the 2000s on average. In the Republic of Korea, investment was close to 30 per cent of GDP in the 2000s, recovering quickly from the crisis. In parallel to investment, these countries were able to accumulate ample domestic savings to finance such a higher level of investment (annex I).
On the other hand, the investment-GDP ratio remained at around 10 per cent in the 1960s and below 20 per cent in the 1970s in South Asian countries. In Bhutan and Sri Lanka, investment spending rose in the 1980s to some extent. However, in many other South Asian countries, investment was below 20 per cent of GDP during the 1980s. Recently in the 2000s, in India, the investment to GDP ratio increased to 30 per cent and in Bhutan to 49 per cent. In the other countries in South Asia, investment was well below 30 per cent of GDP (annex I). Savings have also remained very low in South Asian countries, resulting in a higher saving-investment gap.
Focus on manufacturing and exports
Another important feature of the East Asian development experience was the focus on manufacturing and exports. The countries in this subregion, in fact, adopted the process of development that European countries and the United States had followed in the past, with manufacturing serving as an important sector to spur economic growth and employment in the economy (see Reinert, 2007 , for details). The manufacturing sector exhibits increasing returns to scale, while the agriculture sector is normally subjected to diminishing returns to scale. The development of the manufacturing sector can create synergies in the economy, which can induce development in the agricultural sector as well. Annex II presents the value added from the manufacturing sector in the national GDP. The contribution of the manufacturing sector remained almost stagnant and stable, and below 20 per cent in the 2000s in South Asian countries. Only Bhutan increased the contribution of the manufacturing in GDP during the 2000s. In contrast, by 1990, in all of the selected East Asian countries, the contribution of the manufacturing sector to GDP was above 20 per cent. This contribution further increased in those countries in the 2000s, except in Japan. Hence, more than a quarter, even about one-third of GDP in the cases of Thailand and China, came from the manufacturing sector (see annex II). Paradoxically, with globalization and liberalization, many South Asian countries adopted structural adjustment programmes and were forced to open up their economies, which have had a detrimental effect on local industries.
In addition, annex II shows the exports of goods and services as a percentage of GDP. More importantly, the manufacturing sector has been the dominant share in merchandise exports throughout East Asia. Almost all of the selected East Asian countries have increased the share of manufacturing sector in merchandise exports. For example, in Indonesia, Malaysia, the Philippines and Thailand, the shares of manufacturing exports increased from being negligible (less than 10 per cent) in the 1960s to 48.5 per cent, 73.6 per cent, 88.5 per cent, and 75.5 per cent, respectively, in the 2000s (annex III). The ratio exceeded 90 per cent in China, Japan and the Republic of Korea in the 2000s. Only in Indonesia was the share of manufacturing exports in the merchandise exports less than 50 per cent. In some South Asian countries, such as Bangladesh, India, Pakistan and Sri Lanka, a significant proportion of merchandise exports have been from the manufacturing sector. However, most of the manufacturing exports in South Asia consist of low-end technology (annex III). In manufacturing exports, the share of high-technology exports was very nominal -the highest ratio was just 6.6 per cent in the 2000s in India. In contrast, this ratio was markedly higher among the East Asian countries (annex III).
Importance of human capital
Developing human capital also has been a higher priority among East Asian countries. However, many South Asian countries are still struggling to increase their literacy rate. In some of those countries about 40 to 45 per cent of people aged 15 and above are illiterate. In contrast, Sri Lanka and Maldives in South Asia achieved a literacy rate of 91 per cent in 2008. As for the East Asian countries selected for the study achieved a literacy rate that exceeds 90 per cent (World Bank, 2012) . The literacy level has paved the way for developing skilled manpower necessary for industrial development. In fact, the literacy rates of the East Asian countries were higher in 1980 than the rates achieved recently among South Asian countries. The higher literacy rate has helped diffuse new technology. In addition, other educational indicators of South Asia countries, such as gross education enrolment rates, average years of schooling, indicators of trainability of workers are considerably lower than those in the East Asian countries (Sri Lanka being an exception) (Nabi, 2010) .
Physical infrastructure
Regarding infrastructure comparisons, another driver of international competitiveness, annex IV presents some indicators of infrastructure in East Asian and South Asian countries, namely road density, percentage of paved roads, telephone line per 100 people, mobile phone per 100 people and access to electricity. The South Asian countries were well behind the East Asian countries in those areas as well. Bhutan, Maldives and Nepal had very low road density. Moreover, access to telephone and mobile phones was low in South Asia, except in Maldives and Sri Lanka, compared to the selected East Asian countries. More importantly, access to electricity in South Asia was far behind compared to East Asia. Except in Indonesia, more that 90 per cent of the population in East Asian countries have access to electricity. On the other hand, a large chunk of the population in South Asia are still living without electricity. 
IV. THE MODEL
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Dependent variable is the average growth in income per capita (pgdpg) over the period "T". Za is an average value of Z during the period of observation and Z is a vector of explanatory variables. LogQ 0 is initial per capita income at time 0. As per the neoclassical growth model, there should be a negative relationship between initial income and subsequent growth, which implies that a country with a lower initial per capita GDP tends to grow at a higher rate because of the higher marginal productivity of capital (Radelet, Sachs and Lee, 1997) .
The annual data was constructed into five-year average intervals, namely T= 5, as 1966-1970, 1971-1975, 1976-1980, 1981-1985, 1986-1990, 1991-1995, 1996-2000, 2001-2005, 2006-2010 . An unbalanced panel was used because of the unavailability of data for Bangladesh before 1976. Some past data are not available for which some extrapolation was done based on the latest three-year average growth. For the model, data on five countries from South Asia, Bangladesh, India, Nepal, Pakistan and Sri Lanka, and seven countries from East Asia, namely China, Indonesia, Malaysia, the Philippines, the Republic of Korea, Singapore and Thailand, are used based on availability. Those countries had a similar level of development status in the beginning of the 1960s. A complete data set for Bhutan and Maldives are not available, hence those countries have been excluded.
There could be several variables affecting the growth of per capita income (Barro, 2003; Radelet, Sachs and Lee, 1997) . However, as per the East Asian Development Model discussed above, in this paper, Z mainly includes investment -GDP ratio (invgdp), manufacturing -GDP ratio (macgdp), exports -GDP ratio (expgdp), life expectancy (lifexp), average schooling at the beginning of the period (avsch), telephone lines per 100 population (tel100), and energy use (kg of oil equivalent per capita), namely (enruse). The variables avsch and lifexp represent human capital and tel100 and enruse represent the situation of physical infrastructure.
7 Following Barro (2003) , the average years of secondary schooling for the working-age population at the start of the period of observation is applied as the primary measure of the initial skill level of the population. 8 This is available only at a five-year interval beginning from 1950. Other data are obtained from World Bank's World Development Indicator. Figure 2 presents the graphical bi-variate relationship between dependent variable (growth rate of per capita GDP) and explanatory variables. The growth rate of per capita GDP has a positive correlation with all selected explanatory variables as expected.
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There should be an index of physical infrastructure to represent the actual situation of infrastructure development. However, there are no such data available and constructing such an index is beyond the scope of this paper.
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V. EMPIRICAL EXAMINATION Unit root tests
Before estimating the model, it is necessary to examine the time series properties of the data. Table 5 presents a summary of unit root tests of the variables under consideration. As per the Levin, Lin and Chu test, all variables except tel100 and eneuse are stationary; these two variables are stationary in the first difference. Im, Peasaran and Shin (IPS) W-Stat does not reject the null of unit root test for some variables, such as pdgpg and log(expgdp). Since the variables are a five-year average and there are just nine time periods, IPS test may not be robust. Moreover, five-year average data or data at five-year intervals, such as avsch, are used so that unit root may not be a serious issue. Correlation Table 6 presents the cross-correlation of explanatory variables. Some explanatory variables are highly correlated, such as log(invgdp), which is found to be highly correlated with log(lifexp), log(macgdp), dlog(enruse) and log(avsch). Similarly log(macgdp) is highly correlated with log(lifexp), log(avsch), and log(expgdp) is highly correlated with log(lifexp) and log(avsch). This situation can create the problem of multi-collinearity. 
Empirical results
To consider the cross correlation of explanatory variables, explanatory variables are applied one by one to avoid the multicollinearity with a log of the initial per capita income and dummy for the East Asian financial crisis from columns 1 to 7 as shown in table 7. In addition, to avoid the possibility of endogeneity between the dependent variable and explanatory variables, one period lag of explanatory variables is used. All of the selected explanatory variables have a positive impact on growth of per capita GDP as expected. Except log(macgdp(-1)), log(lifexp(-1)), and dlog(enruse(-1)), the country fixed effect and period fixed effect are found in other explanatory variables.
Initial per capita GDP has negative signs as expected in development literature but the coefficients are not statistically significant in most cases except when there is log(expgdp(-1)) as an explanatory variable. Hence, initial per capita GDP is not an important matter. The South Asian countries have not been performing well in terms of increasing per capita GDP despite having a low initial per capita GDP in contrast to the prediction of neoclassical growth theory. The coefficients of the dummy for the East Asian crisis are statistically significant in all cases reflecting the serious impact of the crisis in East Asia. Except for China, all of the selected East Asian countries in the sample suffered from the crisis, which occurred in 1997, starting in Thailand. Among the selected explanatory variables, adjusted R-square is found high when log(expgdp) is applied as the main independent variable, followed by dlog(tel100) and log(invgdp) and log(avsch). This represents relative importance of exports, infrastructure, investment and education in the economy to increase per capita GDP. 
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VI. REALITY AND CHANGING SCENARIO IN SOUTH ASIA
Although East Asian countries did not follow a unique approach to transform their economies, there were some distinctive characteristics associated with their development process as explained above. As such, the question is whether that model can be replicated in South Asia to achieve economic development. The World Bank (1993) argued that the East Asian development experience cannot be replicated in other countries because of changed circumstances, such as globalization, financialization, World Trade Organization (WTO) agreements and the lack of effective domestic institutions, namely an efficient bureaucracy. Hence, following the prescriptions of the International Monetary Fund (IMF) and the World Bank, and against the backdrop of weak performance of the governments, South Asian countries, starting in the mid-1980s, adopted policies of economic liberalization through structural adjustment programmes. These efforts were accelerated after 1990, with the change in political regimes in Bangladesh, Nepal and Pakistan, and the balance of payments crisis in India. Based on the view that economic liberalization is the key to success, South Asian countries adopted neoliberal policies (Grabowski, 2000) . With the exception of India in recent years, the performance of many South Asian countries has, however, remained sluggish despite the liberalization of their economies. It shows that openness is a necessary but not a sufficient condition for successful economic development; a country at a take-off stage can only benefit from openness (Reinert, 2007) .
The development experiences of East Asia show that the governments played a constructive role as a developmental state. In South Asian countries, until recently, governments had been involved significantly in economic affairs. Before the adoption of economic liberalization in the 1980s and in the beginning of 1990s, South Asian countries had pursued economic policies similar to the ones applied in East Asia. These included promoting import substitution, setting up a licensing system, regulating the financial system, disbursing concessional loans to domestic industries, maintaining favourable exchange rates to promote exports, developing state-owned enterprises and setting a high tariff wall to discourage imports. Despite this, the South Asian economies failed to grow at the same level as those experienced by East Asian countries. Grabowski (2000) argued that the failure in South Asia was due to the absence of rapid growth in agriculture, an equitable income distribution and substantial accumulation of human capital. More importantly, East Asian governments did pursue an active industrial policy to develop the manufacturing sector and technology transfer with human capital development. In contrast, South Asian governments were weaker than those in East Asia and the development process was fragile in the subregion due the weak interlinkage in the economy (Grabowski, 2000) . It appeared that the governments of countries in South Asia failed to identify "strategy switch points" to lead to greater growth as pointed out by Dietz (1992) . Instead, they mainly relied on the exports of simple and labour-intensive manufactured commodities. During the controlled regime, rent-seeking activities directed at unproductive sectors were rampant in South Asia and thus the countries did not succeed in expanding exports after applying import substitution programmes.
Against the background of the weak development performances of the South Asian economies, neoliberal policies were adopted by many South Asian countries after the mid1980s. The International Monetary Fund and the World Bank pushed South Asian countries to liberalize their economies. However, drawing on the lessons learned from liberalization, the full swing towards this approach halted after the financial crisis in East Asia in 1997. The South Asian economies remained insulated from that crisis as they maintained closed capital accounts. Many South Asian countries have yet to liberalize there capital account, even though their current accounts are open and their tariff rates are low. Despite the steps taken to liberalize trade, the opening up the current accounts and lowering of tariffs in a line with the WTO agreement, the performance of the external sector in South Asian countries has remained weak (annex II). In addition to external sector weakness, the performance of manufacturing sector has also been very dismal. In many South Asian countries, it seems that both government-led initiatives and changes in the market have failed to advance economic development. The liberalization process has further weakened the capacity of the Governments of South Asian countries, without improving market efficiency and lowering corruption and the rent-seeking behaviour of the public sector. Meanwhile, a recent World Bank study (Ghani, 2011) presented some optimistic scenarios as well as possible challenges for economic development in South Asia. In the report, it was highlighted that a young population, a new wave of globalization in services, labour mobility and the rise of middle class could engender growth in that subregion. At the same time, on the downside, factors that could derail the growth process, such as failure of the government, weak physical infrastructure, low human capital and entrepreneurship, and high levels of conflicts and violence were identified.
In recent years, one important scenario has emerged in South Asia in line with liberalization and globalization, a sharp increase in the inflow of remittances, which has become a far more important source of external financing in South Asia than in East Asia, where external financing has been primarily in the form of foreign direct investment (Devarajan and Nabi, 2006) . For examples, in 2010, remittances comprised 21.6 per cent of GDP in Nepal, 10.8 per cent in Bangladesh, 8.4 per cent in Sri Lanka, 5.5 per cent in Pakistan and 3.2 per cent in India (World Bank, 2012) . Except for in the Philippines, remittance inflows have made up less than 1 per cent of GDP in the East Asian countries selected for the study. On the other hand, in all of the South Asian economies, the volume of remittance inflow has been considerably larger than the inflow of foreign investment and official development assistance combined (Nabi, 2010) . Given the changes in demographics among advanced countries as well as among the countries of South Asia, out migration is likely to increase further. Hence, it is expected that remittance inflows will increase further. Now the problem is how to channel the remittances towards economic development. Can inflows of remittances spur higher economic growth? Answers to these questions are neither straightforward nor immediate.
Moreover, in East Asia, manufacturing and export-led growth resulted in a large number of people working in the agriculture sector, which has low productivity and low wages, to take manufacturing jobs, which are higher paid and the productivity is greater (Nabi, 2010) . The share of agriculture in total output of the economy has declined in these countries. In South Asia, agricultural output as a percentage of the total economic output has been trending lower, but the manufacturing sector has remained sluggish (annex II). Meanwhile, an increase in the share of service in GDP has been observed. Nabi (2010) argued that an increasing share of services were accounted for by modern sectors, such as financial intermediation, communications and transport, and that the rise of services made possible by information technology had created employment opportunities that are more productive and command higher wages than employment in agriculture. But again an important question remains as to whether this service-led expansion can result in long-term sustained high growth with enough employment opportunities to absorb most of the working poor in South Asia over the coming years. It will be possible if the service sectors can exhibit an increasing return to scale with a higher demand for modern services by households receiving remittances. However, Nabi (2010) argued that that derived demand for services was subject to considerable uncertainty. Although the recent success of India in developing its information technology sector can be taken as an example, none of the other South Asian economies had achieved such success in the export of information technology services (Nabi, 2010) .
Against these changing circumstances, South Asian countries may not be able to follow EADM completely. But, South Asian countries can and should emulate many strategies and policies to accelerate and enhance economic growth for a considerable period. An active state policy with a focus on infrastructure development, manufacturing and the service sector in conjunction with an export-led policy cannot be ignored. Economic growth and economic development is not possible without high investment in infrastructure, health and education, as reflected in the empirical results of this study. Inflows of remittance should be utilized to develop infrastructure and human capital by improving the quality of education and health.
VII. CONCLUSION
In this paper, a comparison is made between the level of economic development in South Asia and East Asia. In the first phase of the post-Second World War period, the East Asian economies of Japan, the Republic of Korea, Singapore and Taiwan Province of China became developed while in the second phase, the economies of Indonesia, Malaysia, the
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Philippines and Thailand moved up the development ladder. In contrast, the economies of South Asia have remained underdeveloped relative to most of the economies of East Asia, as shown by various developmental indicators. Notably, this has occurred despite the fact that all of these countries were in a similar situation and enacted similar policies at the end of the Second World War. The Governments in East Asia have played an effective role in the development of their economies while those in South Asia were not in a position to do so. The high-growth of East Asian economies can be attributed to a range of government strategies, such as heavy investment, industrial development, export-led growth, human capital development and macroeconomic stability. Finally, of note, these East Asian countries have achieved international competitiveness in the high-tech manufacturing sectors. In South Asian countries, both the government and the market have failed so far to propel economic development. In recent years, the neoliberal "Washington Consensus" policies further weakened the capability of the Government to steer the development process in many South Asian countries and failed to improve market efficiency. At the same time, many South Asian countries have been suffering from internal conflicts and political instability, which have been further adversely affecting the development activities.
Based on the experience of East Asian countries, economic development requires high investment, the construction of infrastructure, the expansion of health facilities and quality education, adoption of technology and innovative practices, and job creation inside the economy. The government should play an active role in promoting those areas although in many instances, it may not be in a position to do so. For the private sector to thrive, a congenial environment for economic activities with adequate physical infrastructure must be in place. Even by adopting a changing scenario, the countries of South Asia, taking into account the experiences of the countries in East Asia, should increase investment in their economies, follow an export-led policy, and develop human capital and physical infrastructure. In addition, the countries in South Asia need to think about the productive use of remittances. Moreover, managing conflict is also a key public policy issue to ensure the future stability and growth in South Asia. 
